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(ii) as to which the Exchange consents,
the Commission shall: (a) By order
approve or disapprove such proposed
rule change, or (b) institute proceedings
to determine whether the proposed rule
change should be disapproved.
IV. Solicitation of Comments
Interested persons are invited to
submit written data, views, and
arguments concerning the foregoing,
including whether the proposed rule
change is consistent with the Act.
Comments may be submitted by any of
the following methods:
Electronic Comments
• Use the Commission’s Internet
comment form (http://www.sec.gov/
rules/sro.shtml); or
• Send an email to rule-comments@
sec.gov. Please include File Number SR–
NASDAQ–2013–121 on the subject line.
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• Send paper comments in triplicate
to Elizabeth M. Murphy, Secretary,
Securities and Exchange Commission,
100 F Street NE., Washington, DC
20549–1090.
All submissions should refer to File
Number SR–NASDAQ–2013–121. This
file number should be included on the
subject line if email is used. To help the
Commission process and review your
comments more efficiently, please use
only one method. The Commission will
post all comments on the Commission’s
Internet Web site (http://www.sec.gov/
rules/sro.shtml). Copies of the
submission, all subsequent
amendments, all written statements
with respect to the proposed rule
change that are filed with the
Commission, and all written
communications relating to the
proposed rule change between the
Commission and any person, other than
those that may be withheld from the
public in accordance with the
provisions of 5 U.S.C. 552, will be
available for Web site viewing and
printing in the Commission’s Public
Reference Room, 100 F Street NE.,
Washington, DC 20549 on official
business days between the hours of
10:00 a.m. and 3:00 p.m. Copies of such
filing also will be available for
inspection and copying at the principal
office of the Exchange. All comments
received will be posted without change;
the Commission does not edit personal
identifying information from
submissions. You should submit only
information that you wish to make
available publicly. All submissions
should refer to File Number SR–
NASDAQ–2013–121, and should be
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For the Commission, by the Division of
Trading and Markets, pursuant to delegated
authority.23
Kevin M. O’Neill,
Deputy Secretary.
[FR Doc. 2013–23420 Filed 9–25–13; 8:45 am]
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I. Introduction
On August 14, 2013, ICE Clear Europe
Limited (‘‘ICE Clear Europe’’) filed with
the Securities and Exchange
Commission (‘‘Commission’’) the
proposed rule change SR–ICEEU–2013–
11 pursuant to Section 19(b)(1) of the
Securities Exchange Act of 1934
(‘‘Act’’) 1 and Rule 19b–4 thereunder.2
The proposed rule change was
published for comment in the Federal
Register on August 20, 2013.3 The
Commission did not receive any
comments on the proposed rule change.
This order approves the proposed rule
change.
II. Description of the Proposed Rule
Change
ICE Clear Europe proposes to adopt
changes to its enhanced margin and
guaranty fund methodology (‘‘Decomp
Model’’) for cleared credit default swaps
(‘‘CDS’) that address the additional risk
arising from the fact that certain cleared
index CDS contracts include as
reference entities Clearing Members or
affiliates of Clearing Members (‘‘selfreferencing CDS’’) (such additional risk
is hereinafter referred to as ‘‘Specific
Wrong-Way Risk’’). ICE Clear Europe
also proposes to adopt changes to the
liquidation period used in determining
the initial margin requirement for
customer CDS positions. ICE Clear
Europe has developed its Decomp
Model, as previously approved by the
17 CFR 200.30–3(a)(12).
U.S.C. 78s(b)(1).
2 17 CFR 240.19b–4.
3 Securities Exchange Act Release No. 34–70201
(Aug. 14, 2013), 78 FR 51248 (Aug. 20, 2013) (SR–
ICEEU–2013–11).
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Commission,4 to permit appropriate
portfolio margining between related
index and single-name CDS positions by
recognizing that index CDS instruments
are, for risk management purposes,
essentially a composition of specific
single-name CDS.
In anticipation of the launch of
customer clearing in CDS, and in
furtherance of the ongoing European
regulatory reform program designed to
improve the safety and soundness of the
European derivatives markets, ICE Clear
Europe proposes to adopt certain
enhancements to the Decomp Model to
address Specific Wrong-Way Risk.
Although ICE Clear Europe does not
permit a Clearing Member to enter into
or maintain a single-name CDS
referencing itself or an affiliate, a selfreferencing CDS position may arise
through an index CDS where the
Clearing Member or an affiliate is a
component of the index.
Under the enhancements to the
Decomp Model, ICE Clear Europe will
require an additional contribution to the
CDS Guaranty Fund from those Clearing
Members that present Specific WrongWay Risk, up to a defined threshold.
The additional guaranty fund
contribution amount is calculated based
on the highest uncollateralized lossgiven-default exposure arising from any
of the self-referencing CDS positions of
Clearing Members. In addition, each
such Clearing Member will be required
to provide additional initial margin to
collateralize any Specific Wrong-Way
Risk presented by its positions in excess
of the defined threshold.
The proposed amendments also
would enhance the CDS Guaranty Fund
calculation methodology to cover the
uncollateralized losses that would result
from up to five single names—including
two Clearing Members and three other
single names—that would cause the
greatest losses upon default.
Consequently, the proposed
amendments to the guaranty fund
calculation account for the potential
increased amount of uncollateralized
loss in cases where the Clearing
Members are reference entities in
cleared index CDS contracts.
Additionally, ICE Clear Europe
proposes to change the liquidation
period for calculation of initial margin
for customer CDS positions. Currently,
the Decomp Model provides portfolio
risk coverage against at least 5-day
market realizations. ICE Clear Europe
intends to facilitate porting of client
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4 See Order Approving Proposed Rule Change, as
Modified by Amendment No. 1 Thereto, Relating to
Enhanced Margin Methodology, Securities
Exchange Act Release No. 34–68955 (Feb. 20, 2013),
78 FR 13130 (Feb. 26, 2013) (SR–ICEEU–2012–11).
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positions and contemplates that porting
would take up to 2 days following the
default of a Clearing Member. After
taking into account the porting period,
the risk horizon for liquidation of
customer CDS portfolios would be
extended to 7 days. The increased
liquidation period used in determining
the initial margin requirement for
customer CDS positions will only apply
to the spread response, basis and
interest rate risk components of the
model.
The ICE Clear Europe CDS Risk
Policy, the CDS Risk Model Description
methodology document, CDS BackTesting Framework and CDS Default
Management Framework have been
updated to account for the
enhancements described above.
ICE Clear Europe believes that the
amendments are consistent with the
requirements of Section 17A of the Act 5
and the regulations thereunder
applicable to it, including the standards
under Rule 17Ad–22.6 In particular, ICE
Clear Europe believes the amendments
will enhance the clearinghouse’s margin
methodology by more accurately
addressing Specific Wrong-Way Risk
presented by index CDS positions of
Clearing Members. ICE Clear Europe
further believes that the amendments
will enhance the guaranty fund
calculation methodology, and adjust the
liquidation period for customer
positions used in calculating initial
margin for CDS. In ICE Clear Europe’s
view, the amendments will therefore
promote the prompt and accurate
clearance and settlement of securities
transactions, the safeguarding of
securities and funds in the custody or
control of ICE Clear Europe and the
protection of investors and the public
interest, within the meaning of Section
17A(b)(3)(F) of the Act.7 Furthermore,
ICE Clear Europe believes the revisions
will enhance ICE Clear Europe’s
financial resources, consistent with the
requirements of Rule 17Ad–22(b),8 by
requiring additional initial margin and
CDS Guaranty Fund contributions to
address Specific Wrong-Way Risk.
III. Discussion and Commission
Findings
Section 19(b)(2)(C) of the Act 9 directs
the Commission to approve a proposed
rule change of a self-regulatory
organization if it finds that such
proposed rule change is consistent with
the requirements of the Act and the
5 15

U.S.C. 78q–1.
CFR 240.17Ad–22.
7 15 U.S.C. 78q–1(b)(3)(F).
8 17 CFR 240.17Ad–22(b).
9 15 U.S.C. 78s(b)(2)(C).

rules and regulations thereunder
applicable to such organization. Section
17A(b)(3)(F) of the Act 10 requires,
among other things, that the rules of a
clearing agency are designed to promote
the prompt and accurate clearance and
settlement of securities transactions
and, to the extent applicable, derivative
agreements, contracts, and transactions,
to assure the safeguarding of securities
and funds which are in the custody or
control of the clearing agency or for
which it is responsible, and in general,
to protect investors and the public
interest.
After careful review, the Commission
finds that the proposed rule change is
consistent with Section 17A the Act 11
and the rules thereunder applicable to
ICE Clear Europe. The Commission
believes the proposed enhancements to
ICE Clear Europe’s margin and guaranty
fund methodologies are designed to
promote the prompt and accurate
clearance and settlement of securities
transactions and, to the extent
applicable, derivative agreements,
contracts, and transactions, to assure the
safeguarding of securities and funds
which are in the custody or control of
ICE Clear Europe or for which it is
responsible, and in general, to protect
investors and the public interest, in
furtherance of Section 17A(b)(3)(F) of
the Act.12 In particular, the proposed
rules more accurately address Specific
Wrong-Way risk presented by the index
CDS positions of ICE Clear Europe’s
Clearing Members by requiring
additional CDS Guaranty Fund
contributions from those Clearing
Members that present Specific WrongWay Risk, up to a defined threshold,
and additional initial margin charges to
collateralize any Specific Wrong-Way
Risk presented in excess of this defined
threshold. The proposed amendments
also enhance the CDS Guaranty Fund
calculation methodology to cover the
uncollateralized losses that would result
from up to five single names—including
two Clearing Members and three other
single names—that would cause the
greatest losses upon default.
Additionally, the proposed rule change
would increase the liquidation period
from 5 to 7 days for calculation of the
spread response, basis, and interest rate
risk components of initial margin for
customer CDS positions to account for
situations where porting of customer
positions should fail during the 2-day
period following the default of a
Clearing Member.
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U.S.C. 78q–1(b)(3)(F).
U.S.C. 78q–1.
12 15 U.S.C. 78q–1(b)(3)(F).
11 15
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IV. Conclusion
On the basis of the foregoing, the
Commission finds that the proposal is
consistent with the requirements of the
Act and in particular with the
requirements of Section 17A of the
Act 13 and the rules and regulations
thereunder.
It is therefore ordered, pursuant to
Section 19(b)(2) of the Act,14 that the
proposed rule change (SR–ICEEU–2013–
11) be, and hereby is, approved.15
For the Commission by the Division of
Trading and Markets, pursuant to delegated
authority.16
Kevin M. O’Neill,
Deputy Secretary.
[FR Doc. 2013–23423 Filed 9–25–13; 8:45 am]
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Pursuant to Section 19(b)(1) of the
Securities Exchange Act of 1934
(‘‘Act’’),1 and Rule 19b–4 thereunder,2
notice is hereby given that on
September 12, 2013, The NASDAQ
Stock Market LLC (‘‘Nasdaq’’ or the
‘‘Exchange’’) filed with the Securities
and Exchange Commission
(‘‘Commission’’) the proposed rule
change as described in in Items I, II, and
III below, which Items have been
prepared by Nasdaq. The Commission is
publishing this notice to solicit
comments on the proposed rule change
from interested persons.
I. Self-Regulatory Organization’s
Statement of the Terms of the Substance
of the Proposed Rule Change
Nasdaq proposes to list and trade the
shares of the First Trust High Income
ETF (the ‘‘Fund’’) of First Trust
Exchange-Traded Fund VI (the ‘‘Trust’’)
under Nasdaq Rule 5735 (‘‘Managed
13 15

U.S.C. 78q–1.
U.S.C. 78s(b)(2).
15 In approving the proposed rule change, the
Commission considered the proposal’s impact on
efficiency, competition and capital formation. 15
U.S.C. 78c(f).
16 17 CFR 200.30–3(a)(12).
1 15 U.S.C. 78s(b)(1).
2 17 CFR 240.19b–4.
14 15

E:\FR\FM\26SEN1.SGM

26SEN1

